RULE

Department of Revenue
Policy Services Division

Natural Resources: Severance Tax
Definition of Payout
(LAC 61:1.2903)

Under the authority of R.S. 47:633, 47:648.3, and 47:1511
and in accordance with the provisions of the Administrative
Procedure Act, R.S. 49:950 et seq., the Department of
Revenue, Policy Services Division, amends LAC
61:1.2903.A to clarify the definition of payout.

Revised Statute 47:633(7)(c)(iii), 47:633(9)(d)(v), and
47:648.3 allow severance tax suspensions for horizontal,
deep, and new discovery wells. The suspensions are limited
to 24 months or until payout of the well cost, whichever
comes first. Payout occurs when gross revenue from the well
less royalties and operating costs directly attributable to the
well equal the well cost as approved by the Office of
Conservation. Because payout of the well cost triggers the
end of the severance tax suspension, the computation should
be uniform for all taxpayers. This amendment clarifies that
operating costs do not include any costs that were included
in the well cost approved by the Office of Conservation.
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PayoutXthe payout of the well cost for a horizontal well
as referred to in R.S. 47:633(7)(c)(iii), a deep well as
referred to in R.S. 47:633(9)(d)(v), and a new discovery well
as referred to in R.S. 47:648.3 occurs when gross revenue
from the well, less royalties and operating costs directly
attributable to the well, equals the well cost as approved by
the Office of Conservation. Operating costs are limited to
those costs directly attributable to the operation of the
exempt well, such as direct materials, supplies, fuel, direct
labor, contract labor or services, repairs, maintenance,
property taxes, insurance, depreciation, and any other costs
that can be directly attributed to the operation of the well.
Operating costs do not include any costs that were included
in the well cost approved by the Office of Conservation.
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AUTHORITY NOTE: Promulgated in accordance with R.S.
47:633, 47:648.3, and 47:1511.

HISTORICAL NOTE: Adopted by the Department of
Revenue, Severance Tax Division, August 1974, amended and
promulgated LR 3:499 (December 1977), amended LR 20:1129
(October 1994), repromulgated LR 20:1299 (November 1994),
amended LR 23:1167 (September 1997), LR 24:2321 (December
1998), LR 29:0000 (June 2003).

Cynthia Bridges
Secretary
0306#014



